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2HEALTH AND HUMAN SERVICES, DEPARTMENT OF
"Guidelines for Audits of Federal Awards to Nonprofit Organizations" is the title of
an audit guide released by the Office of Inspector General (OIG) of HHS. The
guide states that the "guidelines are intended to provide a uniform approach for 
audits of Federal awards to nonprofit organizations." However, the guidelines 
are not intended to apply to colleges, universities, hospitals, and organizations 
listed in Appendix C of OMB Circular A-122, "Cost Principles for Nonprofit 
Organizations." The guidelines also do not apply to organizations that 
essentially operate as commercial businesses for the direct benefit of members or 
stockholders; i.e. employee benefit and pension plans, mutual insurance 
companies, mutual banks, trusts, and farm cooperatives. The guide cautions that 
because of the "variety of Federal programs at nonprofit organizations, and the 
complexity of regulations," the procedures "cannot cover all the circumstances or 
conditions one would encounter in an audit." Rather, the guidelines "provide 
flexibility to the auditor and encourage the use of professional judgment to 
determine the necessary audit steps to accomplish audit objectives," the guide 
says. Users of the guide are also advised that as audit standards and Federal 
requirements are revised the guide will be updated. As an example, the guide 
cites the fact that the Office of Management and Budget is revising the audit 
requirements for nonprofit organizations (OMB Circular No. A-110, Attachment F), 
and that the revisions are expected to be released within the next several 
months. When the OMB revision is finalized, the OIG's guidelines "will be 
revised to assist auditors in implementing the new requirements," the guide says. 
Copies of the guide and any future revisions of the guide are available by 
contacting the Department of Health and Human Services Regional Inspectors 
General for Audit at the following numbers; Region I--617/565-2684; Region 
II--212/264-4620; Region III--215/596-6743; Region IV--404/331-6229; Region 
V--312/353-2618; Region VI 214/767-8414; Regions VII and VIII--816/426-3591; and 
Regions IX and X--415/556-5766.
LABOR, DEPARTMENT OF
Nominations are being sought by the Department of Labor for an upcoming vacancy on
the Advisory Council on Employee Welfare and Pension Benefits Plans in the
accounting field (see the 5/18/89 Fed. Reg., pp. 21508-09). The Advisory Council 
consists of 15 members appointed for terms of three years by the Secretary of 
Labor. The Council is charged with advising the Secretary regarding ERISA. 
Members of the Advisory Council represent a variety of fields, including 
accounting. The accounting vacancy is occurring because the term of the 
individual who presently represents the accounting field expires on 11/14/89. 
Recommendations must be delivered or mailed on or about 8/31/89 to the Secretary 
of Labor, Frances Perkins Building, U.S. Department of Labor, 200 Constitution 
Ave., N.W., Washington, D.C. 20210.
SPECIAL: AICPA LETTER ENDORSES BILL TO SIMPLIFY ALTERNATIVE MINIMUM TAX FOR CORPORATIONS
Incorporating legislation which would simplify the alternative minimum tax (AMT) for
corporations into the budget reconciliation legislation, which is now being
considered by the House Ways and Means Committee, was strongly urged by the AICPA
Federal Tax Division. In a 7/13/89 letter to Ways and Means Committee Chairman 
Dan Rostenkowski (D-IL), Paul A. Schecter, chairman of the AICPA Corporations and 
Shareholders Taxation Subcommittee, said, "Presently there is a window of 
opportunity to substantially simplify the corporate alternative minimum tax, and
3we would be disappointed if the Ways and Means Committee failed to take advantage 
of this opportunity.” Mr. Schecter said that the AICPA testified in June before 
the Ways and Means Subcommittee on Select Revenue Measures in support of efforts 
to simplify the corporate AMT (see the 6/12/89 Wash. Rpt.). He noted that the 
Subcommittee made "significant modifications, including switching to 120 percent 
declining balance depreciation for pre-1990 property," before reporting the 
measure, H.R. 1761. Mr. Schecter said that in general the changes were made to 
"achieve revenue neutrality" for H.R. 1761 and that the AICPA believes "it is in 
everyone's interest to replace adjusted current earnings (ACE) with your proposal 
as modified by the Subcommittee." He said the other alternatives--allowing ACE 
to take effect or retaining the book income concept--would "create unnecessary 
complexity and confusion for taxpayers."
SPECIAL: HEARINGS SCHEDULED TO EXAMINE MISCONDUCT BY SENIOR IRS EMPLOYEES
The integrity of IRS employees and the Service's ability to investigate and
discipline misconduct by senior employees will be examined in three days of
hearings scheduled by the Commerce, Consumer, and Monetary Affairs Subcommittee
of the House Government Operations Committee. Government Operations Committee 
Chairman John Conyers (D-MI) announced the hearings, which will be conducted by 
the Subcommittee's chairman, Doug Barnard, Jr. (D-GA). The hearings are 
scheduled for 7/25-27/89; both morning and afternoon sessions will be conducted. 
On 7/25/89 and 7/27/89, the hearings will be held in Room 2154 of the Rayburn 
House Office Building in Washington, D.C., beginning at 9:30 a.m. The 7/26/89 
hearing will be held in Room 2247 of the Rayburn House Office Building, beginning 
at 9:30 a.m. All the afternoon sessions are scheduled to begin at 2:00 p.m. 
According to Rep. Barnard, the Subcommittee has conducted a year-long 
investigation examining the following: 1) The nature and extent of IRS employee 
integrity problems; 2) The record of the IRS in disciplining senior management 
employees who engage in improper conduct; 3) The adequacy of IRS efforts to audit 
employee integrity functions and manage employee integrity programs; 4) The 
ability of IRS' Inspection Office to aggressively investigate allegations of 
wrongdoing against mid-level and senior management employees; 5) The climate, 
within IRS, for encouraging the reporting of incidents of misconduct by senior 
managers; and 6) Whether appropriate checks and balances exist with respect to 
IRS' criminal investigation activities. More than 25 witnesses are scheduled to 
appear, including present and former IRS employees, representatives of the 
General Accounting Office, former IRS Commissioner Lawrence Gibbs, and IRS 
Commissioner Fred Goldberg. For further information, contact the Subcommittee 
staff at 202/225-4407.
SPECIAL: THIRD RICO HEARING HELD BY HOUSE JUDICIARY SUBCOMMITTEE
The House Judiciary Subcommittee on Crime held its third hearing on H.R, 1046, the
RICO Reform Act of 1989, on 7/20/89. H.R. 1046 was introduced by Rep. Rick 
Boucher (D-VA) on 2/22/89 and would revise the Racketeer Influenced and Corrupt 
Organizations (RICO) Act of 1970 to prevent application of the act in civil suits 
(see the 2/27/89 Wash. Rpt.). Among the witnesses appearing was Daniel Goelzer, 
General Counsel for the Securities and Exchange Commission (SEC). Mr. Goelzer 
testified that the SEC supports H.R. 1046's limitations on civil RICO. He said 
that private damage actions under the Federal securities laws are "an important 
supplement to the Commission's enforcement actions," but he noted that the 
Commission is concerned that the civil provisions of RICO can in many cases 
convert private securities law fraud claims into RICO claims. Mr. Goelzer told
4the Subcommittee that "successful plaintiffs in such cases are entitled to treble 
damages, despite the express limitations on recovery under the securities laws to 
actual damages. Private plaintiffs may also be able to bypass the carefully 
crafted liability provisions of the securities laws, and thereby recover damages 
in cases in which Congress or the courts have determined that no recovery should 
be available under those laws. As a result, civil RICO places increased and 
unwarranted financial burdens on commercial defendants, including securities 
industry defendants.” Mr. Goelzer said the SEC believes it is "difficult to 
justify two parallel but overlapping civil damage remedies for securities law 
violations." Therefore, he said that the SEC supports legislative efforts to 
"eliminate the overlap between private remedies under RICO and those available 
under the Federal securities laws." Mr. Goelzer said the SEC has "certain 
technical suggestions to improve H.R. 1046," but that the measure would "strike 
an appropriate balance between the unquestioned need for private redress and the 
need to avoid imposing disproportionate liability on legitimate business 
enterprises."
For further information contact Shirley Twillman at 202/737-6600.
AICPA Washington Report
American Institute of Certified Public Accountants
1455 Pennsylvania Ave., NW, Washington, D.C. 20004-1007
FIRST CLASS MAIL
